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ROMANIA: KEY ECONOMIC INDICATORS 


1982 1982/81 


SE 


Population as of December 31 (000's) 22,300 22,400 22,530 
National Income (billion US$) 46.9 48.2 50.2 
Per Capita National Income (US$) 2,103 2,152 2,228 
Investment (billion US$) 19.2 18.9 17.4 


Indices (1979 = 100) 
Industrial Production 108 116 
Agricultural Production 95 100 
Average Industrial Worker Productivity 104 107 


Production Trends 
Electrical Power (million kWh) 67,486 70,000 68,900 
Coal (thousand tons) 35,164 37,000 37,900 
Crude Oil (thousand tons} 11,561 11,600 11,700 
Methane Gas (thousand cubic meters) 28,156 29, 300 32,500 
Steel (thousand tons) 13,175 13,025 13,000 


Labor Force (millions) 10,350 10,400 10,400 
of which: Agricultural 3,048 3,000 3,016 


Foreign Trade - 
Exports (billion lei) 53.9 167.7 151.8 
of which US (million US$) 312.2 561.0 347.8 
Imports (billion lei) 59.0° 164.7 124.9 
of which US (million US$) 720.2 504.2 223.2 


Notes: Data as reported in current lei and converted at following exchange rates: 


1980, 1981 $1.00 = 11.00 lei 
1982 $1.00 = 12.50 lei 


* Real (adjusted) percentage change 


> in valuta lei ($1.00 = 4.47 lei) 


Source: Official Romanian data except for U.S. Government figures on U.S.-Romanian trade. 
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ROMANIA 
SUMMARY 


Romanian economic performance in 1982 was mixed as the 
government proceeded with its IMF stabilization program. 
Although industrial growth slowed substantially in 1982, the 
agricultural sector began to recover after two years of 
successive decline. 


1982 debt rescheduling agreements and agreements framed for 
1983 provided financial relief. Nevertheless, Romanian imports 
remained severely constrained. Improvement in the current 
account with convertible currency countries was achieved 
chiefly through drastic cuts in imports. 


Buffeted by energy shortages and supply disruptions, industry 
was officially reported to have fallen short of production 
targets. Steel production and production of machine tools 
declined, while production of tractors, passenger cars, 
chemical fertilizer and artificial and synthetic fibers and 
yarns increased. 


Expansion of indigenous supplies of fuel and raw materials is 
the priority goal of economic planners. 


Agricultural production recovered to roughly the 1979 level of 
output, Owing to good results in crop production, while the 
livestock sector declined. 


New investment declined due to the government imposed 
moratorium. 


Both exports and imports fell sharply, in part reflecting a 
decree dictated by profitability criteria in importation, 
processing, and re-export of oil. An ambitious goal of a trade 
surplus of $3.0 billion in 1983 will lead to continued import 
constraints. However, such restraints should moderate toward 
the end of the year due to improvement in the financial 
Situation. 


Trade between the United States and Romania is expected to 
increase from 1982 levels over the next few years. Romanian 
demand for American industrial technology is expected to 
increase when Romania's two-year moratorium on new investment 
ends this fall. In addition, improved financial stability and 
continued IMF support should enhance Romania's ability to 
import. Both U.S. imports and U.S. exports should grow in the 
second half of 1983. 
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PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


The Romanian economy continues to experience serious 
difficulties; and significant improvement when it comes will be 
slow. Beset by financial diffictlties, systemic problems and 
continuing unfavorable conditions in the world economy, 
economic growth as expressed in official statistics has slowed 
to a crawl. Real growth in national income, led by a 
relatively strong performance in agriculture, was reported to 
be 2.6 percent in 1982. The rate of growth in industrial 
production declined for the fifth straight year. Productivity 
in centrally-controlled industry rose a reported 1.7 percent. 


Financial factors continued to play a major role in the 
evolution of the Romanian economic situation. Agreements were 
reached in 1982 with private commercial banks and with foreign 
creditor governments to reschedule 80 percent of principal due 
in 1982 over six and one-half years with three years grace. 
Debt rescheduled in 1982 totaled $2 billion. 


With export capacity limited both by internal production 
constraints and by global recession, a spectacular improvement 
in the balance of trade in convertible currency from a $200 
million surplus in 1981 to $1.5 billion surplus in 1982 was 
achieved through drastic cuts in imports. This improvement in 
the trade balance came at significant cost to the national 
economy which was deprived of many imports necessary for the 
normal functioning of industry and agriculture. Imports of 
consumer goods also declined. The intention to amass a trade 
surplus of $3.0 billion in 1983 has been announced. It would 
therefore appear that the extreme pressure on both consumers 
and producers to forego imports and to free domestically 
produced output for export will continue for the forseeable 
future. The development of indigenous sources of fuels and raw 
Materials and increased efficiency of their utilization is the 
top priority of Romanian economic planning. 


In addition, several programs are being implemented to improve 
the performance of the economy, including unifying the exchange 
rates applied to foreign trade, increasing interest rates, 
consolidating investment projects, and raising the relative 
cost of energy to encourage conservation and more rational 
allocation. 


INDUSTRY 


The gross value of finished industrial output was reported 
officially to have grown 1.1 percent in 1982, less than 
one-fourth the rate contemplated in the 1982 plan target (4.7 
percent). 
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Faced with energy shortages and supply disruptions brought 
about in part by cuts in imports of raw materials and 
intermediate goods, industry struggled to keep workers on the 
job. Steel production, reported at 13.0 million tons, was 
Slightly below 1981 production levels and less than 1980 levels. 


Production of machine tools dropped off substantially while 
increases of 8.1 and 11.3 percent were reported in production 
of agricultural tractors and passenger automobiles, 
respectively. Available information suggests that the chemical 
industry performed below expectation. Production of chemical 
fertilizer increased 2.3 percent to 2,700,000 tons. Production 
of artificial and synthetic fibers and yarns grew more rapidly, 
however, to 222,400 tons, up 8.5 percent from the year earlier. 


Reflecting in part a strenuous effort to reduce consumption of 
imported crude oil, reduced energy supplies affected industrial 
production. Development of indigenous supplies of fuel and raw 
materials remains a top priority of Romanian economic policy, 
as does conservation and improvement in the efficiency of 
energy use in the national economy. Extraordinary efforts are 
being undertaken to increase domestic production of coal, 
output of which totalled 37,900,000 tons in 1982. Intensive 
efforts are also being made to develop domestic production of 
natural gas and petroleum. 


AGRICULTURE 


The value of agricultural production in 1982 increased 7.5 
percent over 1981 following declines in both 1980 and 1981. 
All of the improvement was due to better crops, livestock 
production having suffered shortfalls in the wake of poor 1981 
crop production and sharp cuts in imported feed supplies. 


1982 marked the first year that the goal of production of one 
ton of grain per inhabitant of Romania - 22,335,000 tons - was 
reportedly reached. Although it is stated policy to seek the 
improvement of agricultural production in part by increasing 
investment, investment in 1982 of 36.3 billion lei was 
marginally less in nominal terms than 1981 investment and 
substantially less in real terms. Incentives to private 
agricultural producers to increase deliveries to the state 
procurement system were improved somewhat for 1983, but 
procurement prices generally remain far below the value of 
products traded. Faced with this situation, the Romanian 
authorities have made access to various staple foods, 
(including cooking oil, sugar, flour, and in some cases, 
bread), conditional on fulfillment of state delivery 
obligations. 





Meat and livestock output in 1982 apparently declined rather 
significantly; organizing and stimulating production in this 
sector remains a serious problem for Romanian economic 
Planners. Reported meat production of 1,096,000 metric tons 
was nearly 16 percent below reported 1981 production. Serious 
difficulties in the livestock sector brought on by cuts in 
imported feed, vitamins, minerals, and pharmaceuticals will 
have to be overcome before recovery can be anticipated. 
Production in 1982 of edible oil, 352,000 metric tons, was 6.5 
percent below production in 1979. 


INVESTMENT 


Rather than growing by 5.0 percent as originally envisaged in 
the 1982 plan, the rate of new investment fell 2.5 percent 
according to official data. This difference reflects the 
effect of the policy of restricting imports, de- emphasizing 
energy-intensive industrial development, and a 1981-1983 
moratorium on new investment projects while existing projects 
were completed. Thus investment declined in machine building, 
ferrous metallurgy, and chemicals, and increased in power 
generation. Investment increased in projects aimed at import 
substitution, including production of non-ferrous metals. With 
improved financial stability and the lifting of the 1981-1983 
investment moratoripm, potential exists for growth of new 
investment. 


STANDARD OF LIVING 


The average wage in industry rose 8.8 percent to 2678 lei 
($214) per month in 1982, but the cost of living rose sharply 
due to large increases in prices of food and fuel. Real 
income of the population declined an estimated 5-8 percent. 


Romania's consumer economy is characterized by shortages of a 
wide range of basic food and manufactured items. The situation 
at present is stagnating or gradually deteriorating in part 
because of the throttling of foreign trade. Rationing of a 
number of basic food items remains in force formally or 
informally throughout most of the country. Extreme measures to 
conserve energy have reduced the supply of heat and hot water 
to households and produced dimly-lit workplaces, streets, and 
homes. 


The Romanian work week - the longest in Eastern Europe - 
stretches from Monday to Saturday. In July 1982 it was reduced 
from 48 to 46 hours and is to be reduced to 44 hours in 1985. 
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FOREIGN TRADE AND THE BALANCE OF PAYMENTS 


Reacting to financial crises and a pressing need to acquire 
foreign exchange, Romanian authorities sharply cut imports from 
convertible currency countries in 1982 and attempted, albeit 
unsuccessfully, to increase exports for hard currency. Despite 
a decline in exports, the balance of convertible currency trade 
amounted to $1.5 billion in Romania's favor, a massive increase 
from the $200 million surplus recorded in 1981. 


Imports overall fell 24.2 percent in value terms in 1982. The 
decrease in imports from convertible currency countries was 
even greater, and has been reliably estimated to be about 
one-third of the 1981 level of imports. 


Total exports fell 9.5 percent in value terms, and exports to 
convertible currency countries dropped by a large share, 14 
percent. About half of the decline in exports was associated 
with a reduction in the importation, processing, and re-export 
of petroleum and products. That activity, which in the past 
had been conducted on a rather large scale, was reduced 
Significantly, having been found to be unprofitable. 


About 38 percent of the decline in imports from convertible 
currency countries was due to reduced imports of crude 
petroleum both for re-export in refined form as discussed 
above, as well as for domestic use. However, decline in oil 
imports was less in percentage terms than the decline (33 


percent) in imports as a whole. Imports of machinery and 
equipment, chemicals, coal, and non-ferrous metals also 
declined less than the average drop in imports. Finished 
investment goods and raw agricultural products, especially 
animal feedstuffs, were cut back by much greater margins than 
were overall imports. 


The very large reduction in purchases abroad of feedstuffs has 
contributed to the difficulties facing the Romanian livestock 
sector as noted above. It was also the major factor in the 
sharp decline in U.S.-Romanian trade in 1982. 


An authoritative government statement sets $3.0 billion as a 
goal for the Romanian trade surplus in 1983. Developments in 
1982 demonstrated that the Romanian authorities have the 
ability to restrict imports very sharply. This approach will 
probably have to be applied even more vigorously to meet the 
ambitious 1983 trade surplus goal, although an improvement in 
the world economy would permit improved export performance to 
contribute to a larger trade surplus. It appears likely that 
the extreme limitation of imports has affected, and will 
continue to affect, the development of the economy, including 
those sectors producing for export. 
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Although payments of interest on outstanding debt were 
relatively large in 1982, the large trade surplus did permit an 
improvement in the current account of $650 million. 


Evolution of the capital account in 1982 was dominated by 
events associated with the rescheduling of debt to commercial 
banks and foreign governments. An agreement was reached with 
the former in December to reschedule 80 percent of 1981 arrears 
and principal due in 1982 over six and one-half years with a 
grace period of three years. Foreign governments agreed in 
July 1982 to reschedule 80 percent of principal and interest 
due in 1982 over the same period, the precise arrangements to 
be negotiated bilaterally between Romania and the concerned 
governments. All but one of the bilateral agreements had been 
concluded by March 31, 1983. 


Early in 1983, Romania announced the intention to seek a 
rescheduling of debt due foreign commercial banks in 1983, and 
has also indicated its intention to seek a similar arrangement 
with foreign creditor governments. 


Romania has followed a policy of developing a range of trade 
relationships with many countries. Romania's trade with 
communist countries (including Yugoslavia and China) amounted 
to about 37 percent of its total trade in 1981. The USSR 
accounted for 18 percent of Romania's trade in 1981. The 
industrialized West accounted for 32 percent and developing 
countries 3l percent. Romania supplements domestic production 
of crude oil (11,700,000 tons in 1982) with imports of crude 
oil from OPEC states, China, and the USSR at world market 
prices. Romania is a member of the GATT, the IMF, and the IBRD. 


For the 1981-85 period, the trade shares of communist states 
and the developing countries with Romania are projected to grow 
and, implicitly, the share of trade with the West to decline, 
as part of an effort to reduce hard currency trade and payments 
deficits. Trade with the West will therefore be limited in the 
near term by the shortage of hard currency, and Romania can be 
expected to seek countertrade arrangements with Western firms. 


PART B. U.S.-Romanian Trade 


U.S.-Romanian trade fell from over $1 billion in 1981 to $571 
million in 1982, due to Romania's financial crisis and the U.S. 
recession. U.S. exports declined from $504 million to $223 
million; U.S. imports declined from an all-time high of $561 
million in 1981 to $348 million last year. 





~Q- 


The 55 percent decline in U.S. exports from 1981 to 1982 
primarily affected grain sales. These sales were only $45 
million in 1982, down from 1981 levels by approximately $300 
Million. U.S. exports to Romania of manufactured goods showed 
no significant changes, (1982-$50.7 million, 1981-$51.7 
Million.) U.S. exports of crude materials and fuels, combined, 
increased in 1982 to $126 million from 1981 sales of $116 
million. 


Although sharply down from the previous year, U.S. exports of 
agricultural crude materials and products accounted for 60 
percent of total U.S. exports to Romania. Exports of 
non-agricultural crude materials, including ore and minerals, 
comprised a further significant share of U.S. exports. Coal, 
chemicals, (including fertilizer and pesticides), and other 
semi-processed materials also figured in U.S. exports, as did 
small sales of manufactured goods and other types of 
semi-processed materials including cigarettes, tires, 
computers, oil and gas equipment, zinc, rubber and various 
Machines and spare parts. Detailed statistics are available 
from offices of the Department of Commerce. 


American imports from Romania fell by 39 percent in 1982 after 
a rise of 79 percent in 1981. Reduced U.S. imports of Romanian 
steel and refined petroleum products were major factors in the 
decline. Gasoline and naphtha, the two largest U.S. imports 
from Romania by value, accounted for about one-quarter of the 
1982 total. Other major imports from Romania include oil well 
casing and pumps, railroad car kits, tractors, furniture, 
garments, and footwear. Canned ham remains the leading U.S. 
agricultural import from Romania. 


In an effort to address severe cash flow problems, Romanian 
Foreign Trade Organizations (FTOs) are demanding that Western 
firms selling products to Romania accept Romanian goods under 
so-called countertrade arrangements. These arrangements include 
barter, product buyback, coproduction, joint ventures and 
third-country cooperation. In straight sales transactions U.S. 
firms should take steps to protect themselves against payment 
delays, which at the peak of Romania's financial crisis 
sometimes exceeded one year. Confirmed letter of credit (L/C) 
terms provide the greatest protection to the seller in this 
respect. Of other less desirable arrangements, unconfirmed L/C 
terms are preferable to cash-against-documents or open account 
terms. Alternatively, contract language can be drafted to 
provide for the payment of interest if Romanian FTOs do not 
meet their payment dates. In spite of these obstacles, 
American exporters and importers have found the Romanian market 
a profitable one. 





PROSPECTS FOR U.S. EXPORTS 


The same economic factors which affected trade in 1982 can be 
expected to influence trade for the foreseeable future. ‘she 
present cash flow problems and rescheduling discussions suggest 
that 1983 will be a slow year for sales of all types of Western 
goods unless Western firms accept countertrade. 


However, large-scale projects are scheduled to continue in the 
new Plan period including the first CANDU nuclear power units 
at Cernavoda, for which General Electric and an Italian firm 
have a contract to provide turbine generators, and the BAC 1-1l 
aircraft project in Bucharest. In addition to the nuclear 
project, other developments in the Romanian energy sector 
should offer some potential for Western firms, especially in 
the areas of secondary oil recovery and deep strata oil 
drilling. 


Romania's recently stated intentions to strengthen its 
agricultural sector should also provide agribusiness 
opportunities, particularly in the areas of herbicides, 
pesticides, and other agricultural chemicals and drugs. 
Geophysical exploration systems and mining equipment will 
continue to be items on the shopping lists of Romanian FTO's. 
U.S. firms willing’ to accept countertrade or engage in 
cooperation projects and joint ventures will have the best 
access to Romanian markets. Moreover, the recovery of the U.S. 
economy in 1983 should strengthen demand for Romanian exports 
and provide Romanian buyers with more dollars to spend on U.S. 
exports. 


American firms interested in doing business with Romania should 
be aware that the U.S. Department of Commerce sponsors trade 
promotion events in Romania. The Department of Commerce 
participates in the Bucharest International Fair each year. 

For assistance in doing business with Romania, firms should 
contact Scott Bozek, Senior Commerical Officer, American 
Embassy, Bucharest, APO New York 09757, or Edgar Fulton, 
Romanian Desk Officer, East Europe Division, International 
Trade Administration, U.S. Department of Commerce, Washington, 
D.C. 20230. 


* U.S. GOVERNMENT PRINTING OFFICE: 1983-381-007:544 
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